CITY OF EASTBOROUGH, KANSAS

-Financial Statements
December 31, 2009

with
Independent Auditors’ Report




CITY OF EASTBOROUGH, KANSAS
Financial Statements
December 31, 2009

Table of Contents

Independent Auditors' Report

Statement 1:
Summary of Cash Receipts, Expenditures and
Unencumbered Cash

Statement 2
Summary of Expenditures - Actual and Budget

Statemment 3:
Statement of Cash Receipts and Expenditures - Actual and Budget:

General Fund

Special Revenue Funds:
Employee Benefit Fund
Capital Improvement Fund
Special Highway Fund
TRF - Street Fund - Actval

Notes to Finanecial Statements

Page

o000 =1 O



MEMBERS

GREGORY B. SEVIER, C.P.A.

JOHN B, GOSS, C.P.A.

PRINCIPALS
VONDA J. WILSON, C.P.A.
DENISE M. GUDENKAUF, C.P.A,
MATT T. HAASE, C.P.A.
JON W, DETTING, C.P.A.

PETERSON, PETERSON & GoOss, L.C.

CERTIFIED PUBLIC ACCOUNTANTS MEMBER OF THE

AMERICAN INSTITUTE OF

447 NORTH TOPEKA AVENUE -
P.O. BOX 1259 CERTIFIED PUBLIC ACCOUNTANTS
WICHITA, KANSAS 67201-1259 : : OF GOUNSEL
TELEPHONE 316-262-8371 MARVIN W, NYE, C.P.A.

FAX 316-262-5369

www,ppglc.com

INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor and City Council
City of Eastborough, Kansas

We have audited the accompanying financial statements of the individual funds of the
City of Eastborough, Kansas, as of and for the year ended December 31, 2009, as listed in the
table of contents. These financial statements are the responsibility of the City’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the Kansas Municipal Audit Guide. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whetber the financial
statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit

provides a reasonable basis for our opinion.

As discussed in Note 1, the City’s policy is to prepare its financial statements on a
prescribed basis of accounting that demonstrates compliance with the cash basis and budget laws
of the State of Kansas which is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America.

Tn our opinion, the financial statements referred to above present fairly, in all material
respects, the cash and unencumbered cash balances of each of the various funds of the City of
Eastborough, Kansas, as of December 31, 2009, and the revenues received and expenditures paid
of such funds for the year then ended on the basis of accounting described in Note 1.

This repbrt is intended solely for the information and use of the City Council and

management of the City of Eastborough, Kansas and for filing with the Kansas Department of
Administration, Division of Accounts and Reports and should not be used for any other purpose.

PQDMY\ Pp,te/wm«“ é; %M , AC

November 2, 2010




CITY OF EASTBOROUGH, KANSAS

Summary of Cash Receipts, Expenditures and Unencumbered Cash

For The Year Ended December 31, 2009

Statement 1

Beginning Ending Add :
Unencumbered Cash Unencumbered Outstanding Ending
Funds Cash Balance Receipts Expenditures Cash Balance Encumbrances Cash Balance
Governmental Funds: '
General $ 658,604 $ 1,007,805 $ 986442 $ 679,967 $ 11,947 $ 691,914
Special Revenue: ‘
Employee Benefit 6,826 128,853 115,646 20,033 20,033
Capital Improvement - 225,000 - 225,000 225,000
Special Highway 203,589 29,898 - 233,487 233,487
TRF - Street Fund - 137,391 137,391 - -
Total Reporting Entity $ 869,019 $ 1,528,047 $ 1,239,479 $ 1,158,487 $ 11,947 $ 1,170,434
Composition of cash:
Checking account - Intrust Bank $ 170,334
Petty cash 100
Certificates of Deposit 1,000,000
Total Reporting Entity $ 1,170,434

The notes to the financial statements are an integral part of this statement.




CITY OF EASTBOROUGH, KANSAS
Summary of Expenditures - Actual and Budget
For The Year Ended December 31, 2009

Amended or
Certified
Funds Budget

General $ 1,082,169
Special revenue:

Employee Benefit 130,000

Capital Improvement 225,000

Special Highway 265,493

Statement 2

Expenditures Variance
Chargeable to Favorable
Current Year (Unfavorable)
$ 986,442 $ 95,727
115,646 14,354
- 225,000
- 265,493

The notes to the financial statements are an integral part of this statement.




Cash Receipts:
Taxes:
Ad valorem property
Motor vehicle
Recreational vehicle
Machinery and equipment
Intergovernmental:
Local sales tax
Franchise fees
Fines
Interest on investments
Permits and other
Reimbursements
Total Cash Receipts

Expenditures:

General administration:
Personnel services
Contractual services
Commodities
Capital outlay

Street lights

Police department:
Personnel services
Contractual services
Commodities
Capital outlay

Street department:
Contractual services
Commodities

Parks:

Contractual services
Commodities
Capital outlay

~ CITY OF EASTBOROUGH, KANSAS
Statement of Cash Receipts and Expenditures - Actual and Budget

For The Year Ended December 31, 2009

Statement 3

Page 1
General Fund
Varlance
Favorable
Budget Actual (Unfavorable)
$ 501,117 $ 493,660 $ (7,457)
60,164 63,607 3,443
38 180 92
- 55 55
90,000 185,177 95,177
35,000 57,128 22,128
80,000 173,456 93,456
- 19,294 19,294
- 5,462 5,462
- 5,786 5,786
766,369 1,007,805 241,436
40,000 52,196 (12,196)
35,000 35,397 (397)
4,000 4,510 (510)
6,000 - 6,000
17,500 15,634 1,866
320,000 271,119 48,881
35,000 37,994 (2,994)
30,000 15,807 14,193
15,000 22,033 (7,033)
44,615 36,970 7,645
- 2,177 (2,177)
150,000 120,085 29,915
5,000 1,614 3,386
- 12,987 (12,987)




Statement 3
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CITY OF EASTBOROUGH, KANSAS
Statement of Cash Receipts and Expenditures - Actual and Budget
General Fund
For The Year Ended December 31, 2009
Variance
Favorable
Budget Actual (Unfavorable)
Expenditures: -
(Continued)
City Hall:
Contractual services $ 15,000 $ 11,154 $ 3,846
Commodities - 840 (840)
Municipal court:
Personnel services 30,000 27,824 2,176
Contractual services 2,000 3,968 (1,968)
Commodities 1,500 462 1,038
Mayor's discretionary fund 1,500 1,360 140
KDOT - TRF 42,500 20,664 21,836
Fire services 116,600 118,922 : (2,322)
Transfer to Capital Improvement Fund 170,954 172,725 (1,771)
Total Expenditures 1,082,169 086,442 95,727
Receipts Over (Under) Expenditures (315,800) 21,363 - 337,163
Unencumbered Cash, Beginning 315,800 658,604 342,804
Unencumbered Cash, Ending $ - S 679,967 $ 679,967

The notes to the financial statements are an integral part of this statement.
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CITY OF EASTBOROUGH, KANSAS
Statement of Cash Receipts and Expenditures - Actual and Budget
Employee Benefit Fund

For The Year Ended December 31, 2009
Variance
Favorable

Budget Actual (Unfavorable)
Cash Receipts:
Taxes:
Ad valorem property $ 117,731 $ 128,071 $ 10,340
Motor vehicle 11,648 - (11,648)
Recreational vehicle . 17 - (17)
Reimbursements - 782 782
Total Cash Receipts 129,396 128,853 (543)
Expenditures:

Employee benefits 130,000 115,646 14,354
Receipts Over (Under) Expenditures (604) 13,207 13,811
Unencumbered Cash, Beginning 604 6,826 6,222

' Unencumbered Cash, Ending $ - $ 20,033 $ 20,033

The notes to the financial statements are an integral part of this statement.
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CITY OF EASTBOROUGH, KANSAS
Statement of Cash Receipts and Expenditures - Actual and Budget
Capital Improvement Fund
For The Year Ended December 31, 2009
Variance
Favorable
Budget Actual (Unfavorable)
Cash Receipts:
Taxes:
Ad valorem property $§ 54,046 $ 52,275 $ (1,771)
Transfer from General Fund 170,954 - 172,725 1,771
Total Cash Receipts 225,000 225,000 -
Expenditures:

Capital improvement 225,000 - 225,000
Receipts Over (Under) Expenditures - 225,000 225,000
Unencumbered Cash, Beginning - - -
Unencumbered Cash, Ending  § - ~$ 225,000 $ 225,000

The notes to the financial statements are an integral part of this statement.
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CITY OF EASTBOROUGH, KANSAS
Statement of Cash Receipts and Expenditures - Actual and Budget
Special Highway Fund
For The Year Ended December 31, 2009
Variance
Favorable
Budget Actual (Unfavorable)
Cash Receipts: S
State of Kansas $ 23,600 $ 20,248 $ (3,352)
City/county highway 11,600 9,650 (1,950)
Total Cash Receipts 35,200 29,898 (5,302)
Expenditures:

Street repair and maintenance 265,493 - 265,493
Receipts Over (Under) Expenditures (230,293) 29,898 260,191
Unencumbered Cash, Beginning 230,293 203,589 (26,704)
Unencumbered Cash, Ending $ - $ 233,487 $ 233,487

The notes to the financial statements are an integral part of this statement.
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CITY OF EASTBOROUGH, KANSAS
Statement of Cash Receipts and Expenditures - Actual
TRF - Street Fund
For The Year Ended December 31, 2009
Actual
Cash Receipts:

State of Kansas - Dept. of Transportation $ 137,391
Expenditures:

Street repair and maintenance 137,391
Receipts Over (Under) Expenditures -
Unencumbered Cash, Beginning -
Unencumbered Cash, Ending $ -

The notes to the financial statements are an integral part of this statement.
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CITY OF EASTBOROUGH, KANSAS
Notes to Financial Statements
December 31, 2009

Summary of Significant Accounting Policies

This summary of significant accounting policies of the City of Eastborough, Kansas
(the City) is presented to assist in understanding the City’s financial statements. The
financial statements and notes are representations of the City’s management, who is
responsible for their integrity and objectivity. These accounting policies conform to a
comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America and have been consistently applied in the preparation of the
financial statements.

Reporting Entity

The City of Eastborough is a municipal corporation governed by an elected six-member
council. These financial statements present the City of Eastborough (the primary
government).

Basis of Presentation

A fund is defined as an independent fiscal and accounting entity with a self-balancing
set of accounts recording cash and other financial resources, together with all related
liabilities and residual equities or balances, and changes therein, which are segregated for the
purpose of carrying on specific activities or attaining certain objectives in accordance with
special regulations, restrictions or limitations.

The following types of funds comprise the financial activities of the City of
Eastborough, Kansas for the year 2009:

Governmental Funds

General Fund - to account for all unrestricted resources except those required to be
accounted for in another fund.

Special Revenue Funds - to account for the proceeds of specific revenue sources (other
than special assessments or major capital projects) that are restricted by law or administrative
action to expenditure for specified purposes.

-10-




1.

CITY OF EASTBOROUGH, KANSAS
Notes to Financial Statements
December 31, 2009
Summary of Significant Accounting Policies (continued)

Basis of Accounting

Statutory Basis of Accounting. The statutory basis of accounting, as used in the
preparation of these statutory basis financial statements, is designed to demonstrate
complance with the cash basis and budget laws of the State of Kansas. Cash receipts are
recognized when the cash balance of a fund is increased. Expenditures include
disbursements, accounts payable, and encumbrances. Encumbrances are commitments
related to unperformed (executory) contracts for goods and services, and are wsually
evidenced by a purchase order or written contract. For an interfund transaction, a cash receipt
is recorded in the fund receiving cash from another fund, and an expenditure would be
charged in the fund from which the transfer is made,

Departure from Generally Accepted Accounting Principles

The basis of accounting described above results in a financial statement. presentation
which shows cash receipts, cash disbursements, cash and unencumbered cash balances, and
expenditures compared to budget. Balance sheets that would have shown noncash assets
such as receivables, inventories and prepaid expense, liabilities such as deferred revenue and
matured principal and interest payable, and reservations of the fund balance are not
presented. Under generally accepted accounting principles, encumbrances are only
recognized as a reservation of fund balance; encumbrances outstanding at year-end do not
constitute expenditures or liabilities. Consequently, the expenditures as reported do not
present the cost of goods and services received during the fiscal year in accordance with
generally accepted accounting principles. General fixed assets that account for the land,
infrastructure, buildings and equipment owned by the City are not presented in the financial
statements. Also, general long-term debt such as general obligation bonds, temporary notes
and compensated absences are not presented in the financial statements.

The City has approved a waiver from generally accepted accounting principles, allowed by
the State of Kansas, which permits the municipality to use the statutory basis of accounting.

Subsequent Events

The City adopted FASB ASC 855, Subsequent Events, effective for financial periods
ending after June 15, 2009. The objective of FASB ASC 855 is to establish general standards
of accounting for and disclosure of events that occur after the balance sheet date but before
the financial statements are issued or available to be issued. Subsequent events have been
evaluated through October 14, 2010, which is the date the financial statements were available
to be issued. Events requiring disclosure were identified and disclosed.

-11-




CITY OF EASTBOROUGH, KANSAS
Notes to Financial Statements
December 31, 2009

2. Budget and Tax Cycle

Kansas statutes require that an annual operating budget be legally adopted for the
general fund, special revenue funds (unless specifically exempted by statute) and debt service
funds. The statutes provide for the following sequence and timetable in the adoption of the
legal annual operating budget:

1. Preparation of the budget for the succeeding calendar year on or before August 1. _

2. Publication in local newspaper of the proposed budget and notice of public hearing on the
budget on or before August 57

3. Public hearing on or before August 15%, but at least 10 days after publication of notice of
hearing,

4. Adoption of the final budget on or before August 25™.

The statutes allow for the governing body to increase the originally adopied budget for
previously unbudgeted increases in revenue other than ad valorem property taxes. To do this,
a notice of public hearing to amend the budget must be published in the local newspaper., At
least ten days after publication, the hearing may be held and the governing body may amend
the budget at that time. There were no such budget amendments for this year.

The statutes permit transferring budgeted amounts between line items within an
individual fund. However, such statutes prohibit expenditures in excess of the total amount
of the adopted budget of expenditures of individual funds. Budget comparison statements are
presented for each budgeted fund showing actual receipts and expenditures compared to
legally budgeted receipts and expenditures.

All legal annual operating budgets are prepared using the modified accrual basis of
accounting, modified further by the encumbrance method of accounting. Revenues are
recognized when cash is received. Expenditures include disbursements, accounts payable
and encumbrances. Encumbrances are commitments by the municipality for future payments
and are supported by a document evidencing the commitment, such as a purchase order or
contract. Any unused budgeted expenditure authority lapses at year end.
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CITY OF EASTBOROUGH, KANSAS
Notes to Financial Statements
December 31, 2009

3. Deposits

At year-end the carrying amount of the City’s deposits was $1,170,334. The bank
statement balances were $1,206,177. The difference between the carrying amount and the
bank balance is outstanding checks and deposits in transit. Of the bank balance, $250,000
was covered by FDIC insurance and the remaining amount was collateralized by pledged
securities held under joint custody receipts issued by a third-party bank in the City’s name.
The third-party bank holding the pledged securities is independent of the pledging bank. The
pledged securities are held under a tri-party custodial agreement signed by all three parties:
the City, the pledging bank, and the independent third-party bank holding the pledged
securities.

4. Defined Contribution Pension Plan

The City provides pension benefits for its employees through the City of Eastborough
Retirement Plan (Plan) established June 1, 1993. The plan was restated January 1, 2009. The
Plan is a defined contribution plan whereby benefits depend solely on amounts contributed to
the plan plus investment earnings. Employees are eligible to participate upon completing one
year’s service working a minimum of 1000 hours and having reached age 21. The City is
required to contribute an amount equal to 7% of the employee’s salary each month. The
City’s contributions for each eligible employee are invested in an annuity contract with The
Principal Financial Group as directed by the participant. Participants are fully vested in their
accounts credited with the City’s contributions and allocated interest after six years of
continuous service.

The City’s pension plan contribution for 2009 was $16,005.
5. Compliance with Kansas Statutes

In an effort to maximize return and assure all deposits were insured, the City invested
funds in fully insured Certificate of Deposits issued by various banks which did not have
offices located in Sedgwick County, Kansas as required by Kansas statutes. The City was in
violation of K.S.A. 9-1401 for these investments. At December 31, 2009, all deposits were
with Sedgwick County institutions.

The City was in violation of K.S.A. 9-1402 for securing the funds of public deposits.

The City had Certificates of Deposit that were not adequately secured as interest was credited
to the initial investment balance.

Management is aware of no other statutory violations for the year.

13-




CITY OF EASTBOROUGH, KANSAS
Notes to Financial Statements
December 31, 2009

6. Risk Management

The City manages risks primarily through the purchase of insurance coverage from
commercial insurers.

7. Interfund Transfers
Operating transfers were as follows:
Statutory

From To Authority Amount
General Fund Capital Improvement Fund ~ K.S.A, 12-1,118  $172,725

8. Long-Term Debt

Changes in long-term debt for the year ended December 31, 2009 along with current
maturities of long-term debt and interest for the next five vears and in five- year increments
through maturity are as follows:

-14-




CITY OF EASTBOROUGH, KANSAS
Notes to Financial Statements

December 31, 2009
Date of Balance Balance
Interest Date of Amount of Final Beginning “Reductions/ End of Interest
Issue Rates Issue Issue Maturity of Year Additions Payments Year Paid

Revolving Loan Program:

Transportation Revolving Fund TR-0042 3.65% 9/5/2006  $§ 224,308 8/1/2021  § 195,253 $ - $ 13,048 $ 182,205 S 7,614

Transportation Revolving Fund TR-0090 3.90% 10/28/2008 227,794 *  8/1/2018 - 137,391 - 137,391 -

Total Contractual Indebtedness $ 195,253 $ 137,391 $ 13,048 $ 319,596 $ 7,614
Schedule of Maturities of Contractual Indebtedness
2010 2011 2012 2013 2014 2015-2019 2020-2024 Total

Principal:

Revolving loan program § 37,238 $ 36,120 $ 37,585 $ 39,108 $ 40,693 $ 199,073 $ 20,182 $ 409,999
Interest: :

Revolving loan program $ 13,931 $§ 15,048 3 13,586 $ 12,062 $§ 11,070 $ 31,126 $ 799 $ 97,622

* The full amount of the revolving loan has not been advanced. This statement shows the schedule of maturities as the full amount of the revolving loan due.
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